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1. Introduction

IranPIan—Z&—Thrs paper presents polrcy qoals and actrons ferl\tlmntana Department of

Transportation (MDT), which support developmentMidntana’s economy This policy paper
amends the Economic Development policy paper adoggepart the 2002 update to Montana’s
long-range multimodal transportation pldinanPlan 21.

The policy paper is organized into the followingtsens:

Il. Strategic Considerations and Trends and their Implications for Transportation
and Economic Development.  This section presents the result of a technicasassent of
Montana’s economic trends and their implicationrsM@T’s role in transportation.

lll. Economic Development Issues. This section lists the most important economic
development issues for MDT to consider when plagnimvesting in, and operating elements of
Montana’s transportation system. These issuesdardified through technical analysis and a
program of public and stakeholder input.

IV. Policy Goals and Actions . This section lists the potential range of actidmst tMDT
could take to address issues raised by the tedramedysis and stakeholder input.

A. Background

MDT’s current plan supports economic development rbgognizing that Montana’s
economy has long been dependent on agriculturenarnulal resources. The transportation
system supports this economy by providing the siftecture through which major
commodities such as grains, livestock, lumber, nahtgas, oil, coal, and copper are
exported from the state. Over recent decadespdkienal and Montana economies have
been changing with the introduction of new techgme and production methods, the
establishment of small manufacturing industriesj #me increasing importance of both
household and business demands for services.

In 1995, the initialTranPlan 21 recognized these trends, and observed that Morféaed
significant transportation challenges that varigdrégion. For example, in western and
southwestern Montana, there was a growing demantigosportation services to support
the new service economy. Declining populations slodr economic trends in the eastern
and north-central regions of Montana posed chaflenip the State in maintaining the
quality of the transportation system.
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B. Changes Since the Original TranPlan 21

Findings in the originalranPlan 21 were based on trends in the early 1990s. Modiapp
today, but changes have occuriedhe-second-half-of-the-decadBelow are key extracts
from the initial document that still apply, amendeldere appropriate:

aFBIJwages Montana s historic natural resource mdustrleseamected to contlnue to

remain significant to the state’s economy and igportation systemAutomated
production processes have enabled Montana indsigtvienaintain or increase output
while reducing employment and wagedAutomation of production maintains the
importance of the transportation system for shigmiommodities although it reduces
employment and income in the regions of the Stakere these industries are
dominant. This, in turn, reduces travel demandbfath the highway system and for
air transportation service.

Trends suggestl more value-added production from Montana’s ressubase,

particularly the production of wood products. Tihiend may lead to diverting a
portion of rail demand for bulk commodities to tkkudemand for smaller-sized, but
higher-valued goods. In the case of lumber, degpie emergence of the log-home
industry in the Bitterroot Valley, there appearshttve been limited increase in truck
traffic of value-added wood products. This is nhaibecause all segments of

Montanas wood products mdustry are declmm@he—past—year—saw-p;edﬁetlon

estlmated annual Iumber productlon in ZGQ&aSJust over 1.1 m|II|on board feet, a
6 percent decline from 2000; and plywood productelhto an estimated 555 million
square feet in 2001, a 4.5 percent decline fronptegious year. Accordingly, gross
state product generated from lumber and wood pitsdieclined by 38 percent in real
value between 1990 and 1999. However, growth herotypes of value-added
production such as specialty grains that requicyet identification will generate
new travel demands

Though wood products was the largest manufactumaystry in Montana, the
manufacturing sector appeas to be diversifying, led by the growing industriek
petroleum and coal products, furniture and fixturestruments, and apparel. Trends
through the 1990s reinforce this finding.

! Sources:

Bureau of Economic Analysis, U.S. Depent of Commerce; and Montana Economic Outlook

Seminar, 2002, University of Montana.
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Manufacturingwas-is also decentralizing from urban to rural areas,dating truck
traffic volumes will increase on Montana'’s ruragjhways, particularly in the southern
part of the State, near metropolitan areas.

Services grew rapidly in Montana from the mid-19706sthe early 1990s, even at
times when Montana’s traditional resource industrigere stagnant. Services
continued to grow through the 1990s.

Tourism to Montana grew from the mid-1980s as etquecthough upswings and

downswings were envisioned. Montana’s visitorsnarly come by car, leading to

concerns about conditions of secondary roads affictvolumes near key destinations.
The number of non-resident visitors to Montanaihaseased by 14 percent from 1993
to 2001 and expenditures have also increased perbént in constant dollafs.

The Ppopulationwais forecast to grow more rapidly in Montana’s urbaeas than in
the state as whole.

Data from the U.S. Bureau of Economic Analysis ¢atk that Montana’s overall

economic growth, as measured by Gross DomesticuBt@@DP) was quite robust, as
was the growth of peer western states. Betweerd 200 2006, Montana’'s GDP

increased at an average annual rate of 4.22 perddreg Rocky Mountain region, at

4.64 percent per year, grew faster than any otbgion of the U.S. (3.36 percent).

Nationally, Montana ranked eleventh in actual GDBwih over the 2003 to 2006

period. The fifteen states in the Rocky Mount&ar West, and Southwestern regions
accounted for eight of the nation’s top ten fasmsiwing states in GDP. These
figures suggest that Montana, between 2003 and, 208dicipated in widespread

economic growth in the western part of the U.S.

Broadly, the forces driving economic growth in Mamé and the west are expected to

continue. Economic and demographic projectionsgtetad for the State of Montana
by NPA Data Services anticipate average annual lpbpo growth of about one
percent, and employment growth of about 1.5 perpemtyear. NPA projections
anticipate that Montana will have 1,197,400 peapid 865,000 jobs by the year 2030

2 Institute for Tourism and Recreation Researchyehsity of Montana.

ECONOMIC
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Il. Strategic Considerations and Trends and
Their Implication for Transportation and
Economic Development

In order to manage and develop a transportatiotesythat supports the State’s economy today
and in the future, MDT needs to consider the Stagegography, population, and economy. In
the past, these three features have combined ttupeoan extensive transportation system in
Montana oriented towards shipping bulk commodibigighway and rail to terminals and then

out of state. The highway system developed to ideoyarm and ranch to market access.
Geography, population, and economy remain key densiions in determining current and

future transportation demands in Montana. Theplications for economic development are

discussed in turn.

A. Geography

The following geographic realities are importaninsiderations in determining how to
support economic development through transportatidiontana:

. Scale of the State

Montana spans 147,046 square miles, making the 8tatfourth largest in the United
States in overall size and land area (behind AlaB&aas, and California).

. Topography

Montana’s internal waterways cover 1,490 squaresyivhich is 26 among states.
Montana’s one percent ratio of water to land asedd among the 50 states. The
average ratio of the 50 states is 7.1 percent. gaoed to other states that are heavily
dependent on the shipment of bulk commodities, M@§ no inland waterways that
are used for shipping these commodities.

. Distance from markets

Montana’s industry is a long distance from marke@ommodities that originate in
Montana are shipped an average of 711 miles pemigarly three times the United
States average of 240 miles per ton. The averaggandes per ton of cargo
originating in Idaho, North Dakota, and South Dakate 317 miles, 319 miles, and
469 miles, respectively. Wyoming, however, trantpots goods an average of
856 miles per tof.

% Source: 1997 Commodity Flow Survey, U.S. Depaninaé Transportation and U.S. Department of Commerc

ECONOMIC
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. Location in low population region

Montana has a relatively small economy, as do @ghboring states. Therefore,
compared to their competitors, which Montana busses have smaller local and
regional markets in which to sell goods and sesvitlee neighboring Canadian
provinces have larger populations and economiegingithem a competitive
advantage.

. East-west orientation

The transportation system in many parts of theeStabst notably in eastern Montana,
is oriented east-west. At the regional and natiteeels, Montana is a bridge state for
motor carriers.

1. Transportation Implications

a. Competitive disadvantage due to distance from marke

Transporting goods to markets is more difficult acwbtly for businesses in
Montana than those in other states, presentingrgpetitive disadvantage for the
state. The “gap” between Montana and the reshefration in the distance
products are shipped has grown between 1993 and fi& 347 miles per ton
to 471 miles per tof. As seen irExhibit |l-1Exhibit H—1, between 1993 and
1997, Montana saw the commodities it produces ahghssincrease by
16 percent, which is on par with the national Gdtancrease.

Exhibit Iili-1: Change in Miles per Ton of Shipments, 1993 to 1997

1997 1997 Increase (Decrease) 1993-1997

Tons Shipped | Miles per Ton | Tons Shipped pel\zﬂr”;?gn
Montana 95,778 711 16% 19%
Idaho 47,764 317 3% (-22%)
North Dakota 87,831 319 45% 7%
South Dakota 36,853 469 46% 92%
Wyoming 275,466 856 (-6%) 0%
U.S. 11,089,733 240 14% (-4%)

Sources: 1993 and 1997 Commodity Flow Surveys, D&partment of Transportation, and U.S.
Department of Commerce. Calculations by EDR Group.

An increase of miles per ton is not necessarily, lagdit could indicate national
and international demand for products producedtates such as Gateway
Computers shipped from South Dakdt&élowever, without such a dynamic

* Sources:1993 and 1997 Commodity Flow Surveys, DePartment of Transportation and U.S. Departmént o
Commerce.

® Commodity Flow Surveys measure distances shippervihe United States. For exports, the CFS antofor
shipments to borders or ports.

ECONOMIC
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change in product mix and demand, the data indidhi@t producers in Montana
are faced with higher costs for shipping than mati@competitors.

Shipping distances for seven of 17 selected comteedthat originate in
Montana are equivalent to or less than the U.Sages for those products. For
the other 10 commodities; however, the distances langer and most are
significantly longer than the national average hiBi |1 H—2 reviews the tons per
mile shipped of these commoditi®s.

Exhibit 11li-2: Shipping Distances for Selected Commodities
Originating in Montana

Sources: 1997 Commodity Flow Survey for United &atnd Montana

*Positive numbers

Tons Per Mile S ENE
. compared to U.S.
Selected Commodities . .
US. Montana l?lfference in Percent
Miles Per Ton* | Montana/U.S.t

Base Metals 350 1,191 841 340%
Cereal grains 410 690 281 169%
Other agricultural products 326 141 -186 43%
Chemicals 400 856 455 214%
Coal 446 950 504 213%
Coal and petroleum products 152 367 215 241%
Electronic and other electrical 683 212 471 31%
equipment and components, and offjce
equipment
Fuel oils 106 162 56 152%
Furniture, mattresses and mattress 581 769 188 132%
supports, lamps, lighting fittings
Lumber/wood products 179 976 797 546%
Machinery 542 588 47 109%
Metallic ores and concentrates 526 1,025 499 195%
Plastics and rubber 530 235 -295 44%
Prepared foods 345 447 102 130%
Primary metals 376 1,191 815 317%
Printed products 292 246 -46 84%
Transportation equipment 480 182 -298 38%

T Ratios over 100 percent indicate that a specifadgaroduced in Montana is shipped further than the
national average for that commodity. Negative neraland ratios under 100 percent indicate that
goods produced in Montana are shipped less disthacethe national averages.

® Data for commodities not included in this accongiare not reported in the Montana commaodity flovwsy
because of suppressions to avoid disclosing datadofidual companies; 0 or less than a single ahineasure of a
commodity in Montana; or a valid sample could netibtained.

ECONOMIC
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Montana’s geography also virtually eliminates wateansportation as an
effective mode for shipment. The 1997 Commoditgw-ISurvey (CFS) shows
that 6.1 percent of all national tonnage is trangab by water. These tons
account for 14 percent of the ton-miles incurredhimi the United States, but
only 1.2 percent of the value of shipped tonnagkus, water is a cost-effective
way to transport bulk commodities that are reldyiveow value per unit.
Montana is not able to use waterway transportaton, the 1997 CFS does not
report any tonnage shipped by water. Historicalpntana industry has
compensated by constructing and maintaining raiéatayship bulk commodities.

b. Continued and increased reliance on air transportdabn services

The use of air transportation services and telecomeations technology
provides the means to overcome Montana’s distarwce fnarkets. Montana’s
geography indicates the increased importance dfamsportation services. This
includes both business-related travel and shippifige air transportation sector
is particularly important for the growing high-esdrvices that can contribute to
economic development. Such sectors include busirsssvices, finance,
insurance, real estate, and consulting.

These service industries require efficient roada@ynections among population
centers within Montana. In addition, access to faaoh airports is necessary to
facilitate in-state commerce, business travel anstatgs, and tourist travel.

B. Population Trends

Non N
V1O Ct 1 o

fortranspertation-ir-MentanaDue to its low population and large land area gbeulation
density of Montana is among the lowest in the Uhiftates However, demographic and
population growth trends in the State will sigraiintly affect the demand for transportation
in_Montana The number of people, their ages, and where they are important
considerations for MDT’s long-range planning. larn, population trends must be
considered when assessing the State’s economy deeddantana’s growing industries
typically need to be located in, or close to, tbpydation centers.

Montana’s population was reported in the 2000 cerdl002,195, which is 0.3 percent of
the United States and 22 percent of the five-gedi@n In land area, Montana covers 4
percent of the nation, and 31 percent of the regidiontana is among the country’s least
populated states and @8n the nation, with about six people per squarée nfahead of
Alaska and Wyoming) By comparison, the per square mile densities ofuhited States
and Montana’s four border states are about 80 &ndekpectively (SourceNortheast-
Midwest Institute).
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2.1. Low and Uneven Population Growth and Regional

Migration Patterns

During the 1990s, Montana maintained its natiohalrs of population. In 1990 and
2000, the State ranked 24mong the 50 states in population, and grew atunder
the national rate. Regionally, it appears thahtdess emerging as the dominant state
among Montana’s immediate neighbors, showing a 18®D00 population increase
more than double the U.S. rate. Due to the imp&ddaho, Montana’s 10-year
population growth lagged behind the total of nemiry states. However, Montana’s
rate of growth was higher than North Dakota, Sdb#kota, and Wyoming (Exhibit
[1H=3).

Exhibit I11H-3: Population of States in the Region

. Growth Rate

State/Region 2000 Rank 2000 Rank 1990 1990-2000
Montana 902,195 44 44 12.9%
Idaho 1,293,953 39 42 28.5%
North Dakota 642,285 47 47 0.5%
South Dakota 754,844 46 45 8.5%
Wyoming 493,782 50 50 8.9%
Total 4 Regional 3,184,864 - - 13.8%
States
United States 281,421,906 - - 13.1%

Source: U.S. Census, U.S. Department of Commerce

Population growth in Montana occurs primarily thghumigration. Within Montana,
the movement of people has driven population chémye agricultural and resource-
based communities to urban areas in search of gmglat opportunities.

Historically, shifts of migration patterns to Montaare linked to the health of the
California and Washington State economies. Thigadvyic is illustrated by Exhibit 11-4

belew: and is not likely to change. People move to Moatavhen the economy is
poor in these two states, and there are both peata@pportunities in Montana and a
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belief that, with a lower cost of living, dollarsliago further. The latter perception is
also a reason that retirees move to the State.

Exhibit 11H-4: Migration from California and Washington to Montana

6000 0.06

5000 + 1 005

4000 +
-+ 0.04

3000 +
-+ 0.03

2000
== Net InMigration to MT
— % Job Change CA & WA

+ 0.02

1000

- 0.01

1986 1987 g 1994 1995 1996 1997 1998 1999

-1000 +

2000 L =+ -0.01

-3000 -0.02

Source: U.S. Internal Revenue Service and Buné&iconomic Analysis, U.S. Department of Commerce.

2. Population Growth is Concentrated in a Few Counties

Montana is and will continue to be a rural stateccording to 2000 Census data,
Montana does not have a city with a population @,000. The most populated
county in the statéeswas Yellowstone, with 129,350 people, followed by Mista
County with 95,800 and Cascade County with 80,3B0he 1990s, the proportion of
the population in these urban counties was littienged.

Growth in Montana’s seven urban counties was ameggge of 16.5 percent through
the 1990s, which is slightly higher than the stadevaverage. These counties, however,
show three different population patterns:

. Strong urbanization trends are seen in Flathead Gallatin—and—Missedla
counties, where population increased by 25.8 péretmice the state average.

*  Growth was slightly faster than the State in Leasl Clark and Yellowstone
counties, with an overall population increase aBlgercent.

»  Silver Bow and Cascade counties were subject tordanization in the 1990s,
with an aggregate growth rate of 3 percent.
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3. Growth Trends Continue to Favor Western Montana

M—eHAm%&na—dees—net—lmst—an—ewb&n—eean@,&Wblle the state’s broad

population growth pattern shows a shift from easivést, a division of the state into
regions and sub-regions indicates a somewhat nmweeesd growth pattern. County-
level estimates from U.S. Census between 2000 &0é Buggest that the state’s
population is growing around its cities and alpameenity areas. Much recent growth
appears to be centered in and around the statgesr larban areas, with larger cities
spreading farther into their surrounding, multi-otuterritories. Urban areas in the
state’s premier alpine-amenity areas grew fast@ste fastest pace of recent (2000-
2006) growth has been where urban and high-amelgige conditions converge.

MDT subregion boundaries are shown in Figure |l46. the 2000 to 2006 period,

population growth was fastest around Bozeman anidpg&l (sub-regions that include

these cities and the state’s two National Parkopulation in the Bozeman area grew
at a remarkably rapid rate of 2.3 percent per yEdween 2000 and 2006; and the
Kalispell sub-region at 1.7 percent. Three otheatively urbanized areas, around
Helena, Missoula, and Billings also added poputaid about 1 percent per year,
which is moderately fast as regional populationnghogoes.

DY E M-AN-AGEMENT GROUP I N-C
o= V——N—Fx =tV ™~ LT T\ g
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Exhibit 11-5: MDT Region Boundaries

—

Kalispell Northeast

Southeast

Billings

Source: Montana Department of Transportation.

Other regions lost population over the period. Rekably, the Butte area, which is
both in western-Montana and urbanized, declinedataiut 0.9 percent per year.
Population losses here seem attributable to a numibepecific industrial shocks.
(The Butte region is the historic industrial heaftMontana. In the last century, its
prominence in _mining copper and other metals made true global force. Over
decades, that city-region has seen various declimeésining. In recent years, the
region suffered the total collapse of the Montanav& Company and its descendant
firm, Touch America. These industrial events haueout thousands of workers, and
that seems to be the main factor in the area’s lptipn decline. Nonetheless, the
region includes an attractive city, is rich in isthial infrastructure, excels in livestock
production, has a large skilled workforce, and hiagh amenity value.) This area’s
development path is the greatest anomaly in the fEEslining) -West (growing)
interpretation of the state’s population growth.

Census estimates indicate that the Great Falls, amich is anchored by a
metropolitan area, also saw had modest populatiseek over the 2000-2006 period
averaging about 0.3 percent per year.
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The more isolated rural areas of eastern and dévittatana also showed population

losses between 2000 and 2006, according to Cersdimsaées. These areas of the
state_are _most reliant on agriculture and energystries and lack close access to
larger cities. The state’s steepest populatiodieavas in the northeastern area,
which showed about a | percent annual rate of @ loss; the southeastern area
declined at about 0.7 percent per vear; the ceated at about 0.5 percent, and the
north-central area at about 0.35 percent. A recehistrial resurgence in these areas
of the state may stabilize and even reverse thes@ward population trends. Several

recent reports indicate that energy investmentsba@ning, and that agricultural
prices and outputs have been quite strong.

Exchibit 11-5: 1 " £T tation Districts in Mont

3

Helena 4
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4. Aging Population

Montana’s population has been aging at a fastee pfaan the nation is as a whole.
The median age of Montanans increased comparethetonational median, from

0.9 years above the median in 1990 to 2.2 yeargeaino2000. With a median age of
37.5 years, Montana’s population is older than e#dts neighboring states by 1.3 to
4.3 years. In the last decade, the median ageomhNDakota, South Dakota, and
Wyoming all moved from below to above the natioagérage, only Idaho saw its
median age become younger compared to the-pofulation.

Montana also has a lower proportion of younger wskthose aged 18 to 44) and a
higher percentage of mature workers (aged 45-G) #ach of its neighboring states
and the nation. (See Exhibit—65.)

Exhibit 11lH-56: Percent of Population by Age Group

Percent of Population (2000) Years
State/Region/U.S. ' i

’ dmder g | gt Ase 6gvaer:d Al\gidz%?)o Al\gidggo
Montana 25.5 36.7 24.4 134 37.5 33.8
Idaho 28.5 38.7 215 11.3 33.2 31.5
North Dakota 25.0 38.6 21.6 14.7 36.2 324
South Dakota 26.8 37.6 21.2 14.3 35.6 32.5
Wyoming 26.1 38.2 24.0 11.7 36.2 32.1
United States 25.7 39.9 22.0 12.4 35.3 32.9
Source: U.S. Census.

By age cohort, Montana’s population has fewer yowogkers, aged 25 to 44, than it
did in 1990, and 50 percent more mid-aged to oWderkers (ages 45 to 64). The
more urban the area, the higher rate of growtleen dor this latter age group. The
State’s 12 percent growth in elderly (65 and oldeas proportionate with Montana’s
overall population change. It was also proportienan the quickly urbanizing
Flathead, Gallatin, and Missoula counties, but ghowmong senior cohorts was
greater than population change in the aggregatewfs & Clark, Yellowstone, Silver
Bow, and Cascade Counties. (See Exhibit67.)
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Exhibit 11l1-67: Change in the Age Structure of Montana’s Population,

1990 to 2000

Strong
State Totals Growth prban LI\J/I rck))da?]rag(oaui;ﬁavgm Stggsﬁgégﬁan

Counties*
pon. | 0] pap. [Gn0®| pon. [ Eee | pon [ Cfoee
208 2000 208 2000 208 2000 2008 2000
Total 2000 902.2 13% 189.2 26% 185.1 15% 115.0 3%
Under 25 320.4 9% 73.0 23% 64.3 10% 39.7 -1%
25-44 236.8 -5% 63.4 6% 50.6 -4% 29.3 -14%
45-64 225.4 50% 324 71% 46.6 54% 29.4 379
65+ 119.5 12% 20.4 26% 23.6 20% 16.5 5%

Source: NPA Data Services.

*Flathead, Gallatin, and Missoula Counties.
**|_ewis & Clark and Yellowstone Counties.
***Sjlver Bow and Cascade Counties.

5. Transportation Implications

Population and the level of economic activity detee travel demand. Travel in
Montana breaks down into the following demandstyd@mmuting for work, school,
and other commitments; business travel (not coomgutoy Montanans or by out of
state visitors; and personal or vacation travebbth Montanans and visitors. The
implications of these demographic trends are:

For most of the State travel demand, growth due t@opulation change will
not reduce travel times and create congestion at ¢hstatewide or regional
levels Combined population and land area indicates tifaakel (distinct from
commodity shipments) is not burdened by congestiad travel times are
already at their minimums (LOS A or B).

Population and income are indicators of the demfmmdpersonal travel by
Montana’s citizens. As we look at changes amoagsjortation districts, we
can hypothesize that the aggregate demand for qars@vel has increased in
western and southwestern Montana, held steady @haps moderately
increased) in the central regions of the State damudeased in eastern Montana.

Montana counties experiencing the bulk of the State population growth
will continue to experience reduced service levelsn their arterial system.
Capacity concerns are concentrated in a few caantie

Aging population will increase the importance of pblic transportation, age-
related safety provisions, and other strategies fomeeting the needs of the

° If congestion is a problem anywhere, it would dealized in peak hour traffic at key intersectiomghe several of
Montana’s cities.

ECONOMIC
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elderly. Montana’s aging population has implications for ngjportation
programs to serve the State’s elderly citizens.a ireater proportion of the
population is unable to drive, or is restricted drniving, due to infirmities
generally associated with aging, then the Statecantimunities may be called on
to provide increasing amounts of public transpatato assure that Montanans
can remain mobile.

* In large parts of Montana, residents will have to dive further to access
services. Population trends indicate that smaller communitids continue to
lose services and that Montanans will have to digveger distances to regional
service centers. This will increase the importantevinter maintenance for
many communities.

*  Montanans will be driving longer distances to workas businesses need to
recruit over a larger geographic area. An aging population with fewer citizens
in prime working age (the 18 to 44 and 45 to 64cct#) may impede future
economic growth if the in-state labor pool sup@yrestricted and/or fosters an
increase of VMT in Montana as people drive longstahces to work. If a labor
shortage does arise, however, then there may ber@epiion that jobs are
available, leading to additional migration from Wangton, California, and
elsewhere.

C. Economic Trends Tthrough the 1990s

Montana’s economy underwent key changes in the<.990

1. Decline in Importance of Farming, Mining, and
Manufacturing for Montanans

Between 1990 and 1999, employment in the goodstgind sectors of farming,
mining, and manufacturing increased by four perclkuat personal income decreased
in constant dollars by three percent. Collectiyéhe direct impact of these sectors
decreased in importance for Montanans, falling frbnpercent to 12 percent of the
State’s employment and from 10 percent to 8 peroktite total personal income.

Recent price and production patterns of key natesdurces, such as wheat, cattle, and
timber, present uneven growth patterns in MontaDa.the positive side, the price per
bushel of Montana’s wheat has been rising sinceB 188 is above 1991 levels,
although it is still significantly beneath the ddes 1994-1995 highs. Cattle prices
have been on a “roller-coaster” since 1986, reogrditeep price rises from 1986 to
1991, a precipitous decline from 1993 to 1996 ardtaanatic rise since that point,
which leaves Montana’s steer and heifer cattleegriat record highs in 2001. From a
transportation perspective, however, higher unitesr may translate into smaller
supplies, meaning less wheat or cattle to transp®his is certainly true for wheat in
Montana, which in 2001 recorded its lowest outpotes 1998, and was 13 percent
beneath its 2000 level. In addition, Montana’'sunoés of timber board feet cut and
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timber board feet sold have declined from more tB&a million feet cut and 400
million feet sold in 1989 to approximately 100 naili board feet cut and sold in 2001.

Exhibit [l H—78 shows the performance of Montana’s large expattistries measured

by changes in employment and gross state prod&®)GNote that metal mining and
coal mining lost employment during the 1990s, kaihgd income (in constant dollars)
over the decade — indicating that these indusatesmechanizing and still producing
considerable income for Montana. However, luminel\@ood products and oil and gas
extraction lost both employment and income overdideade. Both sectors declined in
absolute numbers, and Montana’s lumber and woodugts industry lost market share
in the United States, perhaps signifying that thedestries are declining in Montana.

Exhibit l11H-78: Performance of Key Core Industries in Montana

Changes during the 1990s

Sector % Employment % Income Position Relative
Increase/Decrease | Increase/Decrease to the National Industry
Metal Mining Montana’s employment declined
(26) 66 faster than the U.S. and GSP
increased less than the U.S.
Coal Mining Montana’s employment declined
slower than the U.S.; and GSP
(15) 128 increase was greater than the U.S
increase.
Lumber and Montana’s employment declined,
Wood Products while the U.S:employment
(15) (38) increased. Montana's GSP
decreased steeper than the U.S.
decreased.
Oil and Gas Employment in Montana declined
Extraction (10) (39) more slowly than the U.Sdecline.

GSP increased in the U.S. but
declined in Montana

Farms Employment in Montana rose, while
remaining flat across the U.S. GSP,
however, increased at a higher rat
nationally than in Montana.

4%

Source: U.S. Bureau of Economic Analysis.

Note: The forestry sector saw an increase of enmpdoy in Montana, but at a slower rate than the
nation as a whole. Income data from BEA is noflalée for this sector.

2. Automation in Basic Industries Supplants Employment
and Personal Income

There were significant capital investments in fargheand manufacturing during the
1990s. This is resulting in healthy industries wehéndustry income rises, but
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employment and personal income stagnates or fatshibit [1H—89 illustrates that
farming, mining, and manufacturing employment andoime lagged behind gross
State product for those sectors. The mining andifeg industries’ contribution to the
gross State product rose while personal incomeabigtiell (all monetary comparisons
are in constant dollars).

Exhibit 11H-89: Percent Change of Major Goods
Producing Sectors by Employment, Income, and Product

Sector Employment Personal Income | Gross State Product
(Constant $s) (Constant $s)
Farming 5% -13% 15%
Mining -15% -12% 25%
Manufacturing 10% 6% 25%
Source: Bureau of Economic Analysis, U.S. Departnof Commerce.
3. Services Continue to be the Growth Sectors

The growth sectors identified in the initi@itanPlan 21 continued to increase their

shares of the Montana economy. The sectors ofasht# and retail trade, finance,

insurance and real estate, and services grew bynadined 35 percent in employment
and 40 percent in personal income (constant dplldrs1990, these sectors accounted
for 56 percent of Montana’'s employment and gendr&@ percent of its personal

income. By the end of the decade, these sharesnicagiased to 60 percent and
33 percent, respectively.

As shown in Exhibitl H-910, during the 1990s, employment and income continued
increasing in wholesale and retail trade, finangsyrance, real estate, and services.
Moreover, in the latter two sectors, income grewaatmuch higher rate than
employment.

Exhibit I11H-910: Percent Change of Trade, Financial and

Service Sectors by Employment and Income, 1990 to 1999

Sector Employment Personal Income
Wholesale trade 19% 18%
Retail trade 33% 22%
Finance, insurance, and real estate 31% 79%
Services 41% 47%

Source: Bureau of Economic Analysis, U.S. Departnof Commerce.

4.

Tourism

Montana hosted 9.5 million visitors between 2008 2601. Visitors, including both
recreational and business visitors, spent abot l§iflion in Montana in 1999 (the last
year for which spending data is available), abaghtepercent of the State’s gross
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product. The visitor-serving industry is respotssifor about 25,800 direct jobs in
Montana, a level representing about 80 percenBtpedcent of direct employment in
each of the sectors of farming, construction, maciuiing, finance, insurance, real
estate, and health services. Recreational toussepected to increase during 2002
as Americans shy away from overseas travel duetéonational conditions. (Source:
Outlook 2002, University of Montana, and Institute for Tourisamd Recreation
Research, University of Montana).

The overwhelming majority of visitors to Montanawerinto the State. Data provided
by the University of Montana’s Bureau of Businessl &conomic Research in
Outlook 2002 suggest that the use of air travel is increasifigne volume of non-
resident visitors has increased from more than Bomito about 9.5 million from
1992 to 2001. Airplane deboardings in Montana ¢iwhmight be visitors or Montana
residents) has been increasing at a faster pacdlm/eame period, from slightly more
than 800,000 arrivals in 1992 to about 1.1 million2001 (it is still too early to
determine the impacts of September 11 on the visidustry in general and
specifically on air travel in Montana). Althoudhis certainly possible that these data
show that Montanans are flying more often, it soalvorth noting that the proportion
of visitors to deboardings has been increasing.ntslma’s five busiest airports for
passenger arrivals are, in order, Billings, Bozenidissoula, Kalispell and Great
Falls.

*  Attraction of national parks

Montana tourism benefits from two national parkdadizr on Montana’s
northwest and Canadian border and Yellowstone omtdMw@’'s south-central
border with Wyoming? Together, visitors to the two parks increased from
3.5 million in 1980 to 5.5 million in 2000, an imase of 58 percent, there have
been changes in visitation patterns. In 1980 a@@D1 Yellowstone attracted
58 percent and 59 percent of the total visitorspeetively. However, in 2000,
69 percent of all visitors came to Yellowstone. eDthe 20-year period, these
two parks increased their share of all visitorsthe national parks under the
jurisdiction of the Pacific Field Office of the Namal Park Service from
7 percent to 9 percefi.

. Out-of-state visitors

University of Montana data show that out-of-statssiters increased by
14 percent between 1993 and 2000. During thesensgsars, visitation was flat
for Yellowstone and Glacier National Parks, actudkclining by one percefit.

The strong performance of Montana’s visitor indiestdespite flat national park

1% yellowstone National Park is primarily in Wyomirtgyt the northern tip is in Montana close to Bozeraad
Billings. Glacier National Park spills north in@anada, but is primarily in Montana.

" Source: United States National Park Service.eNd these data, a single visitor to both Glaaisa
Yellowstone National Parks is counted twice.

12 50urces: Institute for Tourism and Recreationeesh, University of Montana, and the United Statagonal
Park Service.

ECONOMIC
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5.

attendance indicates a positive trend for busit@s®l and tourism in the state.
Montana has considerable interest in continuingeteelop the skiing industry as
a winter counter-balance to national park and oskiemmer visitations. Ski visits
to Montana grew from about 750,000 in the 1991-%2ev to roughly 950,000

in 1998-99, but these ski visit figures have bekat $ince then, although it
appears that increasingly more Montanans are skiiffge role of Montanans is
important in maintaining the infrastructure of tsiding industry as a base for a
possible resurgence in out-of-state winter vacatien (Source: Outlook 2002,
University of Montana).

Changes in the Transportation Sector Reflect
Changes in Montana’s Population and Economy

An aging population and three strongly urbanizirmgirdies, coupled with changes
from commodity industries to tradeerviceservicesand financial sectors, as well as
changes within the commodity sectors, have affettusportation in Montana. We
can, in part, measure these changes by examinippgment and income changes in
various transportation industries in the statethén1990s:

 Trucking and warehousing increased by 22 percentemployment and
18 percent in income.

. Railroads declined two percent in both employmeiatiacome.

*  Air transportation employment grew by 39 percenthwa 21 percent increase in
income.

* Local and interurban transportation saw an emplaoyrgeowth of 30 percent and
income growth of 18 percent.

Opportunities for Economic Diversification

The major sectors upon which Montana’s economy e dependent tend to be
cyclical industries providing limited opportunitider employment and economic
diversification. Montana must look to other sestfmr economic diversification.

During the 1990s, Montana had 12 export-orienteldistries that grew faster than the
national average in employment over the decade expetrienced a growth (after

accounting for inflation) in gross state produdngineering and management form
services has a higher ratio of gross state progudflontana than in the national

economy. While these industries are small in Moatdhey indicate areas of growth
potential. These industries may or may not comtittugrow, and “rate of growth” can

be misleading when comparing a large industry tomall one, or, in some cases, a
tiny one. Nevertheless, Montana’s young industn@ge established a toehold in the
state, and represent opportunities for growth. s€h@dustries are listed in Exhibit

#1011
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Exhibit 11HH-1011: Growing Montana Export-Oriented Industries

Finance, insurance, and real estate

Industrial mah

Electrical equipment

Chemicals

Instruments

Leather products

Rubber and plastic products

Transportation equipmen

Furniture

Fabricated metal products

Paper products

Engineering and management services
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Exhibit 11-11: Maior G th Industri in_Mont
High
*Earm *Railroad Trah Representation
*Coal Mining . -
Metal Mining *Lumber/

*Hotels *Petroleum/Coal “Forestry Wood
*Amusements Products
*Ag Services
*Retail
Lo Senvce *Oil/Gas Ext

at/Drink Est. * i i
*Health Service. Trucking/Warehousing Average
*Eng/Mang. Serv. Representation
*Wholesale *Printing/Pub.
* Finance-Insurance
*Air Transp. *Paper Prod
*Food Prod. *Leather/Prod *Business Srvs.
*Industr. Machinery. *Primary Metals
*Chemicals *Furniture *Stone/Clay...
:E:t?rbel\;(gtlsrcs *Instrumnts *Apprl/Txtls L.OW
*Elect. Equip. *Transp. Equip. Representation

Faster Grow _ Slower Slower Faster Decline

Growth U.S. Decline Decline Growth Decline  U.S. Growth

D. Forecasts of Future Growth

The Montana Department of Commerce purchases papuland economic forecasts from
NPA Data Services, Inc. The forecasts rur2§@52030and include population by age
eshergroup employment at one-digit levels of the standadusgtrial classification system,
and earnings of workers and proprietors in thesgose~ The following subsections
summarize our analysis of these forecasts.

1.

Population is Forecast to Grow at the National Rate

By 2030, the population of Montana is projected MRA to increase to over

1.2million, an overall growth rate of 29 percent fr@®0Q This is near the projected

national growth rate of 30 percent for the same tirariod.

13 Department of Commerce Officials question the ngnilata provided by NPA. They believe that NPA rhay
undercounting this sector.

ECONOMIC
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Montana Will Continue to Age Faster Than the U.S. As
a Whole

The population of Montana age 65 and over is pteggedo increase by over

110percent compared to a national rate of 84 percent.

Population and Employment-Growth Will Be
Concentrated in the Most-Urban Counties

Uneven growth will continue across the Staidne population in fast growth counties

such as Flathead and Gallatin counties is projetdeidicrease by over 75 percent;
whereas other urban counties, such as Silver BalwCascade counties are projected
to experience a negative population change fron® 20030 The remaining urban
counties (Lewis & Clark, Missoula, and Yellowstogeunties) are projected to
experience slow to moderate population growth dutins time period.

As shown in Exhibit l—12, the population of all age groups is expeabeiddrease in
Gallatin and Flathead countiesThe age 45 to 64 group is projected to double,
increasing by 121 percent from 2000 to 203 Lewis & Clark, Missoula, and
Yellowstone counties, the population of all ageugis expected to increase with the
largest change in the 65 and over age grolipe total population of Silver Bow and
Cascade counties will decrease from 2000 to 2688wever, the population age 65 and
over in these counties is projected to increaseviey 50 percent.

DY E M-AN-AGEMENT GROUP I N-C
o= V——N—Fx =tV ™~ LT T\ g
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Exhibit 11H-12: Montana’s Expected Population Growth to 2030

State Totals Fast Growth Urban Moderate/Slow Growth No Growth Urban
= Counties* Urban Counties*™ Counties***
% 9 9 9
Change % %, %
2000 2030 mg_ 2000 2030 2000- 2000 2030 2000- 2000 2030 2000-
o 2030 2030 2030
2030 e
Totals | 903,590| 1,202,520 33% | 142,940 | 253,270 77% | 281,430| 396,130| 41% | 114,770 111,120| -3%
Under
25 316,430 353,480 12% 52,510 78,280 64% | 100,800( 119,800| 19% 39,720 33,200 | -16%
25-44 245,550 303,530| 24% 41,190 69,850 87% 80,800| 102,150 26% 31,750 26,220 | -17%
45-64 220,540 289,360| 31% 33,750 62,560 | 121% 66,400 99,080| 49% 26,540 25,940 -2%
65+ 121,070| 256,150| 112% 15,490 | 42,580 88% 33,430| 75,100 125% 16,760 25,760 | 54%

Source: NPA Data Services, Inc.

*Flathead, and Gallatin.

**Lewis & Clark, Missoula, and Yellowstone Counties

***Cascade and Silver Bow Counties.

Large population increases are also projecteddarurban counties such as Lake and

Ravalli counties The population of Ravalli County is expected tor@gase from

36,340 in 2000 to 66,670 in 2030, an 83 percemtase.

1.Pobulation Conti to Shift F East to West

4. Population Continues to Shift towards the Cities

NPA forecasts indicate that Montana's populatiodl wontinue to shift towards

regions ofthe mountain amenities and cities Exhibit [l1H—=13 summarizes the

population change from 2000 and 2030 by MDT distriBistrict 2 includes both

Gallatin County, a fast growth county, and SilvevbGounty, a no growth county

However, the projected population distribution byOM™ district in 2030 does not

differ significantly from that in 2000.

O
<
ul
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Exhibit 11lH-13: State Population Projections

) 5 - )
State & District Po;i;xgon %) Incr;_ei?s)(e) 2000 Prsq[g?étg)gsc())f
Montana 1,202,520 33% 100%
District 1 428,480 56% 36%
District 2 236,470 47% 20%
District 3 219,430 10% 18%
District 4 79,890 -4% 7%
District 5 238,250 27% 20%

Source: NPA Data Services.

5. Statewide Employment is Forecast to Grow Slowly, but
Employment and Income From Services will Grow
Faster than the National Rate

The Montana economy is expected to grow by 220008 between 2000 and 2025,
or 39 percent above its current employment baseergéng income of over
$9 billion, nearly doubling the State’s 2000 letah increase of 96 percent in constant
dollars is projected). Montana is projected taéase its national market share of the
goods producing sectors of farming, mining, and uacturing, as well as the retail
sector, which is important to serve the visitorustly.

Projections over the 25-year period indicate that:

Farm employment is expected to drop by 13 perdarttyeal farm income will
rise by 25 percent. National totals are 13 pereedt22 percent, respectively.

Mining employment is expected to rise by 47 perceith income increasing by
106 percent. Nationally, mining employment is pceetl to increase by
35 percent and income by 89 percent.

Manufacturing employment is forecast to increases lpercent and earnings by
54 percent, which is greater than the nationalcasts of a two percent rise in
employment and 43 percent in income.

Retail employment is forecast to grow 43 percert sBitome by 104 percent
compared to national growth rates of 38 percent@®hgercent.

Jobs in finance, insurance, and real estate asedst to increase by one-third,
and income to more than double. Nationally, jobwgh in this service sector
will exceed Montana’s, growing at 39 percent, bational income growth will
lag behind Montana at a 95 percent increase.

Montana’s service sector will grow by 55 percent @mployment and
124 percent in income. These rates are equivatemational projections of
56 percent in jobs and 118 percent in income.
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*  Other sectors that by themselves are not significkivers of transportation
demand account for 66,000 of the predicted job gg@mnMontana (37 percent
growth) and $5 billion in new income (93 percerdwgth).

6. Economic Forecasts Indicate Growth in the Value of
Bulk Commodities to be Shipped Out of the State and
an Increase in Manufactured Products that are Likely
to be Trucked or Flown Out of the State

Exhibit 11H—-14 lists themajor industries in Montana and potential manufiaatu
growth industries based on trends in the 1990sfaretast data. Large percentage
increases are due to small bases of manufactuutpyibin 1998.
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Exhibit 11H-14: Estimates of Montana’s Future Output in Selected
Manufacturing Industries by 2025

Estimated Range of Output Lower Bound
by Value in 2025 Percent Change in Value
($millions)* 1998-2025
Major Industries
Farming 4,364 92%
Wood products 1,881 - 2,520 55%
Metal miningt
Coal Miningt
Oil mining§

Petroleum products8

Forestry Product{s

Industries of Potential Growth Opportunity

Food processing 985 - 1320 35%
Furniture 186 — 250 511%
Pulp and paper 437 — 586 59%
Printing and publishing 499 — 669 132%
Chemicals and allied 382 -512 149%
Rubber and plastic products 200 — 268 2329%
Leather products 20 - 27 1731%
Fabricated metal 195 - 261 239%
Industrial machinery 1,091 - 1,462 703%
Electrical equipment 137 - 183 256%
Transportation equipment 325 -436 695%
Scientific instruments 142 - 190 421%

Source: Calculated by Economic Development Resdarchp, using economic sector forecasts from
NPA Data Services, Inc. and extrapolation of 188@etailed industry trends from U.S. Bureau of
Economic Analysis.

*The lower bound of the range is a linear extengibh990-98 output trends to 2025. The higher lbdoun
is scaled up so that the sum of all manufactuniniystries agrees with NPA'’s projected change in
overall personal income generated by manufactsd@agor in 2025.

tThe mining sector is notoriously volatile and 19&8s a particularly poor year for metal mining and
oil extraction. The metal mining industry is ndwiving; oil, however, has not fared well recently.

¥The coal mining industry enjoyed a very strongadiec Projecting output from the 1990s on a sttaigh
line would result in a 541 percent increase of outy@lue.

8Petroleum products is generally a strong industijiontana, but the value of output fell in 1998,
making extrapolation from that year particularlyeiiable

|| Forestry products is a strong industry in Montdret &lso had an off-year in 1998.
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7. Economic Growth and Potential for Diversification is
Concentrated in the Parts of Montana Experiencing
Population Growth

Exhibit II1H—15 shows the location of key commodity industbgsthe transportation

district in which they are concentrated. A singkterisk (*) denotes the location of
more than 20 percent of an industry and two ag®r{¥") indicates the location of

more than 50 percent of an industry. The small droiwing industries are most
concentrated in Districts 1 and 2.

Exhibit lIH-15: Locations Where Key Montana Industries Are

Concentrated
Transportation District: 1 2 3 4 5
Largest Industries
Farm Products * * *
Forestry Products *%
Metallic Mining **
Coal ** **
Fuel oils * * *
Coal and petroleum products **
Wood Products *x
Small but Growing Industries
Printing & Publishing * * *
Paper Products *x
Food Products * * *
Leather Products * * *
Industrial Machinery *x
Fabricated Metal * *
Chemicals * * *
Furniture * * *
Rubber & Plastics * * *
Electrical Equipment *x
Instruments * *
Transportation Equipment *x *

Source: U.S. Departments of Commerce, Bureawwoh&mic Analysis, with estimates of withheld
data provided by Minnesota Implan Group.
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8.

Service Industry Growth Will Generate Increased
Demand for Air Travel and Increase Traffic In Parts of
the State

Our analysis estimates an increase of 30,000 newcsejobs in business, legal,
architectural, and management services. As NPfegtions are limited to the major
sectors of economic development, we must lookdands. To apply forecasts to other
sectors, we look to trends in the 1990s to guidasusve seek to apply employment
forecasts. In 2000, 43,900 Montanans worked innless, legal and engineering, and
management services. Employment in these threersegrew by a rate of 56 percent
in Montana between 1990 and 2000, compared to wtlyrof 45 percent for the
overall service sectdf.

During the past decade, the rate of growth forghbsee industries was at 125 percent
of the overall service sector. For this analysis, assume that the rate of growth to
2025 in these three travel-oriented service indesstrill remain constant at 125 percent
of growth in the service sector across as predioyePA. (See Exhibiti H—16.)

Exhibit 11l1-16: Service Sector Growth Forecasts, 2000 to 2025

Number of Jobs Growth Rates from 2000

2015 2025 2015 2025
NPA projections for service sector 234,270 268,940 36% 45%
Estimated employment for business, 63,800 74,800 57% 70%

legal, and engineering/ management

sectors

Service sector growth varies by transportation ridistand employment sector.
Southwestern Montana, District 2, shows the strenhgain in these important service
sectors, followed by District 1 in the northwestg@artion of the state. Districts 1, 3,
and 5 all have between 21,000 and 23,000 key sejolis. District 4 has the fewest,
though growth in eastern Montana was at a highter ttean Districts 3 and 5 (See
Exhibit [ H-17).

14 Source: Bureau of Economic Analysis, U.S. Depantnoé Commerce.

ECONOMIC
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Exhibit I1I1HH-17: Employment in Key Services by District
FIRE S(Er:/(i)ées Hotel Totals Urban Counties
District 1 -17% 92% 18% 41% Flathead, Missoula
District 2 49% 78% 80% 70% Gallatin, Silver Bow
District 3 21% 55% -T1% 34% Lewis & Clark, Cascade
District 4 9% 62% 48% 37% None
District 5 24% 36% 36% 32% Yellowstone
Statewide 14% 63% 34% 41%
Source: U.S. Departments of Commerce, Bureawcoh&mic Analysis, with estimates of withheld
data provided by Minnesota Implan Group.
Note: FIRE is Finance, Insurance, and Real Estidetel” is Hotel and Lodging Places. “Pro.
Services” is the total of four service sectorsof@ssional Services, Business Services, Legal =i
and Educational Services.

9.

Montana’s International Exports Performed
Significantly Better Than Other States’ Exports
Through the Port of Sweet Grass

The ports of Sweet Grass in Montana and Couttslirer#a on the Canadian side of
the border connect Montana with Calgary and Edmnithese ports comprise by far
the dominant route for Montanan-Canadian tradedlivag 75 to 80 percent of imports
into Montana and exports from Montana. The PortSefeet Grass is on I-15

(approximately 35 miles north of Shelby). I-15aaldirectly connects Sweet Grass
with Great Falls (116 miles from the Port), HeléB@4 miles), and Butte (268 miles).
Butte and Shelby connect the Port of Sweet Grabfotatana’s principal international

truck freight routes of 1-90 and 1-15, respectively

e Major ports in Montana

Goods originating in the 50 states and Puerto Rass through the Port of Sweet
Grass into Canada. The leading originating stafeekas, which is the origin of
29 percent of the value of goods exported through Port, followed by
California, Oklahoma, and lllinois. Montana rarfiéh. In 2000, Montanans
sent $163.3 million of cargo through Sweet Grasspanting for about 5 percent
of exports from that Port. Montana, however, sawrgrease of 83 percent (in
nominal dollars) of the value of its exports frol@9Y through 2000. As
Exhibit 11-18 shows, Montana’s rate of growth istkfes higher than the Port
average and is significantly higher than goods ioaing from other states.
Moreover, the value of Montanan goods exportedutpnoSweet Grass accounts
for more than 30 percent the State’s foreign shigse
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Exhibit 11H-18: Goods Exported through the Port of Sweet Grass

- Percent of CIENE CIENEE
State of Origin Annual 2000 Total in 2000 1997_-2000, 1997-2000
Nominal $s | (Constant 1997 $
Texas $1,002,525,083 29% 16% 8%
California 544,552,933 16% 39% 30%
Oklahoma 200,682,284 6% -2% -9%
lllinois 172,285,839 5% -33% -38%
Montana 163,298,843 5% 83% 71%
Other States 1,346,813,881 39% -10% -16%
Total All States $3,430,158,863 100% 4% -3%

Source: Massachusetts Institute for Social anch&nic Research.

Based on interviews, it appears that four otheitspatong the Canadian border in
Montana are significant to the state. The two othé-hour truck ports on the
Canadian border are Raymond in eastern Montanatri@ist), and Roosville
(District 1), which is the only port between thentinental divide and Idaho. The Port
of Roosville recently upgraded its facilities andinarily services the lumber
industries on both sides of the border. U.8ustoms has a deliberate policy of
funneling imports to Sweet Grass and Raymond. Hbéwt of Piegan, just east of the
divide on Route 89 (District 3 in Glacier Countizgs 5 to 10 percent of the activity
seen in Sweet Grass, according to a UcBstoms official. Just west of Piegan, at
Glacier National Park, is the Port of Chief Mountabpen from May through
September. This port transports very little cargat is a major tourist and visitor
route into Montana.

10. Transportation Implications

In summary, Montana’s primary industries and theeptial growth industries in the
state include the following characteristics.

*  Major industries in the state are based on extmactif natural resources and
produce bulk commodities: farm products, forestrgpdoicts, coal and metal
mining, lumber and oil, and gas.

. Montana’'s major and growing industries include nfaotwrers of natural
resources: petroleum and coal products, wood ptedudood and kindred
products, chemicals, rubber and plastics, leathedyzts, paper products, and
furniture.

 Some of Montana’s small and growing sectors areufaaturers of technology
products, through not necessarily high teatcluding industrial machinery,
fabricated metal products, electrical/electronic uipment, transportation
equipment, and instruments.

*  Additional major and growing industries serve temj as well as internal demand:
eating and drinking establishments, hotels anditgdglaces and amusements,
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and technology products. Other industries aretipaosd to export services:
engineering and managerial services, finance inserand real estate.

These trends have the following implications forritema’s transportation system:

The transportation system must continue to meet theneeds for shipping
high volume and low value commaodities.

Looking at all modes of transportation, Montangopkd 0.9 percent of tonnage
originating in the United States in 1997, but Maata shipments accounted for
only 0.2 percent of the value of national commodiows. This indicates an
economy based on high volume and low value. Ekhibi-19 below lists
commodities shipped in the United States and Manthat accounted for more
than 2.5 percent of the value of shipments in thespective economies. Note
that more commodity industries in Montana supply gercent of value to the
state economy than industries do in the nationah@ey. Note also, however,
that the dominant industry listed below for the tddiStates is electronics, which
provides more than 12 percent of the value of hipreents nationally, and
2.9 percent in Montana. Coal accounts for 57 peroéall tonnage originating
in Montana, but less than five percent of the valii#hese shipments.
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Exhibit 11H-19: Montana Commodities by Value of Shipment, 1997

United States Montana
% of % of
. Total : Total
Commodity Value Commaodity Value
Shipped Shipped
Electronic/other electrical equipment  12.5 Gasoline and aviation turbine fuel 12.2
and components and office equipment
Motorized and other vehicles 8.2 Wood products 9.9
(including parts)
Miscellaneous manufactured products 6.1 Fuel oils 5 5
Machinery 6.0 | Other prepared foodstuffs and fats and 5.2
oils
Textiles, leather, and articles of 55 Base metal in primary or semi-finished 4.9
textiles or leather forms and in finished basic shapes
Other prepared foodstuffs and fats and 5.0 Cereal grains 4.8
oils
Base metal in primary or semi-finished 4.1 Coal 4.6
forms and in finished basic shapes
Plastics and rubber 4.0 Machinery 4.6
Printed products 3.7 Mixed freight 4.3
Mixed freight 3.3 Coal and petroleum products,a.e. 3.2
Articles of base metal 3.3 Miscellaneous manufactyroducts 3.1
Pharmaceutical products 3.2 Printed products 2.9
Gasoline and aviation turbine fuel 3.1 | Electronic and other electrical 2.9
equipment and components and office
equipment
Chemical products and preparations, 3.0 Metallic ores and concentrates 2.9
n.e.c.
Meat, fish, seafood, and their prep. 2.6| Motorized and other vehicles 2.7
(including parts)
Miscellaneous manufactured products 3.1
Printed products 2.9

Source: 1997 Commodity Flow Survey for Montana tredUnited States.
Note: Commodities listed account for more tha®®?d value of shipment originating from the U.SidaMontana.
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Montana remains heavily dependent on rail for shippng bulk commodities.

With an economy structured on bulk commodities awithout waterways,

Montana is heavily reliant on rail. Nationally, §&rcent of all commodity
tonnage is moved by truck and 14 percent is moyedhih. Montana, however,
ships 29 percent of its tonnage by truck and 6@euerby rail. Coal is a major
consumer of rail freight, and is the heaviest pobdproduced in Montana,
accounting for 57 percent of all tonnage origingtim the state. For all
industries aside from coal, Montana looks more tike U.S.-average, but still

relies three times more on rail transportation than nation. (See Exhibit 11-
20.)

Exhibit [1H-20: Transport of Core Products by Rail

Product Ralil Truck Water Pipeline
MT U.s. MT U.S. MT U.S. MT U.S.

Cereal Grains 59% 29% 11% 39% * 18% 6% *
Other Ag. Products 14% 7% 73% 80% * 7% * *
Metallic Ores and 67% 47% 14% 14% * 7% * 1%
Concentrates
Fuel Oils 11% 1% 58% 51% * 11% * 34%
Coal and Petroleum 26% 50% 63% 56% * 10% * 28%
Products
Lumber and Wood 46% 6% 54% 88% * * * *
Products

Source: 1997 Commaodity Flow Survey for Montana gredU.S.
*Less than 1 percent.

Excluding coal, the major agricultural, mining, am@énufacturing industries in
Montana are all more rail dependent than the imghsStnational profiles. In
Montana, these industries use trucking roughly ashras in the United States.
(See Exhibitl H-21).

Exhibit 11li-21: Shipment Modes in Montana vs. the United States

Total Tons Truck
Shipped Truck Rail and Rail Other Modes
(1000s)
Montana 41,209 64.8% 23.9% 1.3% 9.9%
U.S. 9,872,695 75.8% 08.7% 0.5% 14.9%
Source: 1997 Commaodity Flow Survey, United Stares Montana.
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. Economic diversification and service sector growthvill increase demand for
truck transportation.

Measured by tonnage shipped, trucking is the domitransportation mode of
those small goods producing industries in Montdmat grew faster than the
national rate during the 1990s. Service sectowtirawill increase demand for
truck transportation.

. Intermodal package delivery is required by growth ndustries.

Growth industries within Montana use trucking andick-air intermodal
transport services. Air transportation and “pasmlices, U.S:Post Office and
couriers,” which contain both air and trucking caments, will become
increasingly important in shipping lightweight, higalue goods. To illustrate this,
Exhibit 11-22 provides the national rates becatai slata for many of the small
Montana industries are not revealed. Note the dtiandifference in percentage
trucked for both instruments and electronics whammaring tonnage to value by
mode.

Exhibit 11H-22: National Transportation Patterns during the 1990s

By Tons By Value
Parcel,
: U.S.
ST Truck Rail AIr Truck Rail Air Postal
Service/
Courier
Electrical/electronic 85% 1% 2% 56% - 10% 28%
Instruments 68% - 5% 37% — 11% 48%
Rubber/Plastics 75% 19% — 79% 8% 1% 8%
Furniture 94% 1% — 91% — 1% 5%
Paper Products 78% 18% = 83% 10% - 3%
Machinery 88% 2% 1% 77% 2% 3% 13%
Chemicals 53% 27% — 66% 8% 2% 15%
Leather Products 7% — 1% 63% - 2% 30%
Transp. Equipment| 71% 15% - 59% 12% 9% -

. Increased air travel to deliver producer services ad increased regional
travel demand to deliver and consume services.

Industries that generate significant business traneefound within the sectors of
finance, insurance, real estate, and services.selkectors all showed robust
gains in Montana — the State showed indicationsatéhing up to the national
profile in these sectors. Employment in finanesurance and real estate, and
engineering and management services outpaced akgoowth in the 1990s by
31 percent to 22 percent in the former and 53 perite29 percent in the latter.
These industries are all forecast to grow conshdgraver the next 20 years.
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These services generate considerable businesserdtatvel. Travel is required
to deliver the services and often to purchase theies. In Montana, this
probably means growing air travel into and out e tmost rapidly urbanizing
counties where these businesses are located.
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l1l. Economic Development Issues

The technical analysis detailed above andTitamPlan 21 2002 Update-public and stakeholder
issue identification provide the agenda of plan aipdissues addressed in this policy paper.
These issues are summarized in this section.

A. Issues Raised by the Public, Stakeholders, and
Industry Representatives

The TranPlan 21 2002-Update-process used survey results, stakeholder meetmudpic
open houses, and other information sources toifgi@asues of importance to Montanans
to be addressed in the plan update. The overallltse from this issues identification
process are presented in a separate documentisdies raised that specifically relate to
MDT'’s role in economic development are summarizeldw.

1. MDT’s Role

Economic development should become a factor in MD¥’ transportation
investment decisions.

Input indicated that Montanans want MDT to consideonomic development in
project selection and prioritization. In most paof the state, there is a general
sentiment that the transportation system is netrads to economic development.

MDT needs to produce more detailed economic impactnd benefits studies.

Public input expressed concern that MDT should idengconomic benefits versus
costs in making investment decisions. MDT shoutdcautioned not to make
politically driven investment decisions that aré the best use of public funds.

. Montanans’ top priorities for MDT'’s role in economic development are:
— Improving commercial air service to Montana.
— Funding projects to boost business relocation totsica.

— Maintaining or updating Montana’s existing transgiion system.

Surveys and public input identified these priosti®r economic development
action.

* Retain existing and promote new freight rail servie to support the Eastern
Montana economy.

There is considerable concern that Montana willeeigmce a new round of
branch line closures as the rail industry consédislagrain terminals. Further,
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many in the agricultural industry are concerneduglibeir shipping costs and
level of rail service. There is strong interestdantifying governmental actions
to preserve rail service and to enhance competition

Montana agricultural interests remain concerned abat lack of competition
with the BNSF.

A large majority of the grain shipped from Montarg transported by the
Burlington Northern Santa Fe (BNSF) Railroad. Thst of shipping represents
about one-third of the value of the crop. Graimdocers are interested in
opportunities to increase competition and redudesra This issue is being
addressed by the Governor’s Office. BNSF beligliasthere is competition with
motor carriers and that they are responsive to tustomers and the marketplace.

The Montana agriculture industry needs support fromMDT in the effort to
control noxious weeds.

MDT’s past plans to control noxious roadside vetimtahave recently been

integrated. MDT is in the process of developingiaiewide Integrated Roadside
Weed Management Strategy. It is in draft form aiibdbe completed by February

2003. This Strategy puts into action and is basadThe Montana Weed

Management Plan (2001) and the National Invasiveci8p Management Plan
(2001). The development process is being done théhelp of Montana Weed

Control Association (MWCA) and the Montana Depamiba Agriculture.

Two-lane highways should be expanded to four lanés attract business.

Through public involvement surveys and at somehefdpen houses, the desire
to expand two-lane highways to four lanes to pr@matonomic development

was expressed. However, other participants ireth@setings are concerned that
such activities would offer limited economic behednd take resources from

meeting other, more pressing highway needs.

Economic growth in urban areas is different from eonomic growth in rural
areas; infrastructure alone does not guarantee ecomic development.

There appears to be recognition by a number ofpanation stakeholders that
building roads will not in itself result in econoendevelopment. Therefore,
MDT’s role can be most effective in creating an iemvment that supports
economic development by managing the existing sys&fficiently and
exercising its administrative responsibilities wiltle needs of business in mind.

MDT’s continued support for Missouri River ferries is critical to rural
economics.

Without MDT support, the Missouri River ferries rhigcease operating, which
would negatively impact local economics.
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2. Tourism

« MDT should give short-term consideration to accommdate visitors and
residents during Lewis and Clark Bicentennial.

Since the Bicentennial may bring in 6-8 million raovisitors to Montana
between 2003 and 2006, the transportation systest loeuready.

. Better directional signage would help tourism.

Current signage is not effective at drawing peagfethe highways and into
Montana’s communities and businesses.

. Rest areas need to be open year-round and shouldf&f more amenities,
such as visitor information kiosks and Internet acess.

There is considerable stakeholder belief that MBdusd do more to enhance the
visitor experience and support tourism throughaperation of rest areas.

* A scenic byway program promoting Montana’s uniquenss could attract
tourism and more funding.

There are a number of initiatives that aim to iaseethe length of time visitors
stay in the State by attracting them to additiodattinations. Identifying,
enhancing, and marketing scenic routes are inigatthat the visitor industry is
seeking to pursue.

B. Economic And Growth Issues Raised By Technical
Analysis

The technical analysis identified the followinguss to be considered the TranPlan2l
2002 Update

*  The principal transportation-related barrier Montan a industry faces is distance
from markets.

The economic analysis demonstrated that the primagnsportation-related
competitive disadvantage that Montana faces @istsnce from markets. The current
transportation system provides an extensive neti@rketting products to markets.
There do not appear to be any corridor or segnexa-lcapacity constraints on this
network. Analysis indicates that the highway systibes not provide any significant
barriers to the performance of Montana'’s basic stiges. Growth forecasts indicate
that future constraints will occur in Montana’s rhagban counties.

Further, economic growth analysis indicates thaMintana’s lagging regions new

infrastructure is unlikely to eliminate the compigg disadvantages of these areas,
namely the size of and level of skills in the wdokce, the long distance to market,

and the scarcity of inputs and access to raw nadgerMDT is undertaking a Highway

Reconfiguration Study that will examine this issuenore detail.
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Montana’s basic industries are heavily dependent ommotor carrier and rail
services in the existing transportation system.

Montana industry ships large volumes of low vallelk commodities. The cost of
shipping is a high proportion of the costs of domgsiness. Montana has a strong
interest in ensuring that it has a regulatory addiaistrative environment that
supports motor carrier efficiency. Current indus$rdependent on the efficient use of
the existing transportation system. Basic indastare becoming more productive as
agricultural and mining output has increased wehrdasing employment levels.

Montana has a strong policy interest in the presemtion of rail services to
support existing industry.

TranPlan 21 2002-Update—analysis indicatés the continued importance of rail
services to Montana’s economy. This is most netdbt mining and agricultural
commodities.

To support economic development Montana will needtexpand the transportation
system in the faster growing parts of the State.

Growth over the next 20 years will be concentratedhose communities that are
already the fastest growing. Further, the indastthat offer the greatest opportunities
for diversification are most likely to locate inefe areas. Therefore, there will be
transportation system development needs to malee tloeations competitive and to
accommodate the growth that occurs there.

The modal implications of economic growth trends a& increased importance of:
— Package delivery and highway freight.
—  Air-highway intermodal freight.

— Air transportation service.

Montana’s faster growing industries and those offfat the best prospects for economic
diversification will generate increased demanddriack and air transportation.

Through planning, investment, and policy action, Matana will need to ensure
that new requirements for motor carriers, air transportation, and intermodal
services are addressed.

Analysis indicates that manufacturing growth andvise economy growth will
require a transportation system that continueslltaveaefficient freight mobility as
growth occurs. In addition, MDT will need to adssenew intermodal demands as
they occur. This will likely include both air-trk@nd truck-rail connectivity.

Growth will be concentrated in the most urban counies requiring corridor
planning and management.

Economic and population growth analysis indicaltes growth will be geographically
concentrated and that MDT will need to ensure @&fkfeccorridor planning and
management to accommodate this growth and maintability.
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IV. Policy Goals and Actions

This section lists the actions that MDT could takeaddress issues raised by the technical
analysis and stakeholder input. These actionsstiigtort economic development are as follows:

Supportive actions: these are actions to helprreba existing foundations of the economy
by preservingts efficient operatiorof the transportation system

Reactive actions: these are actions that are dewh@weh. They respond to new needs
created by the ongoing economic transitions thattslza is experiencing.

Proactive actions: these are actions that seekaximize new economic opportunities.
They involve investing in strategic improvements ttte transportation system and
supporting state and local economic developmentiaiivies to generate economic
diversification.

Informational actions: these are actions that fglaand communicate what transportation
investments can and cannot accomplish in suppa@ataiomic development.

Institutional actions: these are the organizati@wions necessary for MDT to strengthen
its capacity to support economic development.

The roles that MDT can take to support economietigment fall into three categories:

Investments in transportation infrastructure. Ehi@sestments are constrained by state and
federal law depending on the funding source.

Policy support and advocacy. This role does neblire funding a particular mode but
involves advocacy or other measures to supporstate’s policy objectives. For example,
supporting the federal Essential Air Service pragraould fall under this category.

Technical support, administration, and coordinatiomhis role does not involve direct
investment but administrative and technical support

The following policy goals and actions were adoptethe TranPlan 21-2002 Update:

POLICY GOAL A: Preserve the efficient functioning of the

transportation system used by Montana’s export-oriented
(“basic”) industries to access regional, national, and
international markets.

Purpose: Preserve the existing transportation network usethe traditional backbones
of the state’s economy: coal and metal mining,Strge lumber products, and agriculture.

Rationale: Montana’s large and mature resource industrieergge the major freight
travel in Montana. This policy goal recognizest thi@ntana has an extensive highway and
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rail system with adequate capacity to meet thespariation needs of Montana’s basic
industries. MDT'’s goal is to preserve this systghile addressing the infrastructure needs
required to accommodate growth and advance theoewandiversification opportunities
identified in theTranPlan 21-2002 Update analysis.

ACTION A.1. Work with Montana industry and shipper s on a continuing
basis to identify infrastructural, regulatory, and administrative barriers to
their efficient use of the transportation system.

MDT should conduct an annual survey or hold anrfeaus group discussions with
representatives of Montana’s basic industriesptb®or carrier industry, the railroad industry,
and other shippers that serve these industriesld@ntify regulatory, administrative, and
infrastructure constraints. It would also enaldlentification of emerging needs or issues
based upon trends in these industries. Theseraoristwould be identified annually and an
action plan specified for addressing them througbT existing business processes. The
action plan could only address those issues thatrfder MDT'’s jurisdictional authority.

ACTION A.2. Use input from A.1 and technical analy sis to identify the freight

mobility needs of Montana’s basic industry on the s egments of the state
highway system where growth is forecast and specify strategies for
addressing these needs.

This action addresses the degradation of leveénfice that is forecast for a number of the
major arterials that pass through Montana’s majbesc This degradation will increase
travel time, reduce reliability, and increase usests. It is in these areas that, over the
TranPlan 21-2002 Update horizon, growth will have the greatest impact lo@ productivity

of the transportation system. This action shoalgjdt investment in those areas where
travel time and reliability will be reduced due goowth and land development patterns.
Freight-specific strategies include building truckpasses, designating truck routes, and
preserving arterials in the growing areas abutMuantana’s larger cities. MDT’s access
management initiative can also support this actibhe Reconfiguration Study can identify
types of improvements likely to provide the mostremmic benefits.

ACTION A.3. Continue to provide state-level leader ship and pursue
opportunities in regional initiatives to increase t he productivity of the motor
carrier industry.

MDT should continue to participate in and initiztate and regional initiatives such as the
creation of a regional uniform truck size and weiglcenario that will increase the
productivity of the motor carrier industry and reduhe shipping costs to their customers.
This action also includes MDT’s ongoing investmemtsweigh-in-motion facilities and
other initiatives to improve the efficiency of MDsTadministrative and regulatory role with
respect to motor carriers.

An element of this action would evaluate opportesitto provide price competition with
freight rail for grain shipment. Issues to considee:
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»  Evaluating special projects to provide access thtaal transportation sources, such
as the Columbia — Snake River.

»  Evaluating Motor Carrier productivity policy issues
The intent is to determine options available tlmatld increase competition.

ACTION A.4. Conduct quarterly meetings with rail i ndustry representatives,
monitor developments in the industry, and work with the industry where
possible to preserve the existing rail system.

This action recognizes that Montana’s basic indestare dependent on rail. The
competitiveness and profitability of Montana expostis greatly affected by their access to
rail and the cost of rail transportation. Furthauiput levels and shipment volumes have
increased. Rail services are provided by privatistry. However, Montana’s shippers
are concerned about the impact that current opaaltidecisions and the continuing
reorganization in the rail industry has on railvéses. This action will involve dialogue
between rail providers and the State. Through dmsogue, areas of common interest
between the industry, shippers, and the State eadentified. The intent of the action is to
identify opportunities for communities, the Staé@d the railroads to partner in order to
preserve the existing system and improve the sss\agailable to Montanans.

The dialogue is intended to provide a forum fouessregarding:
*  Future of branch lines
. Intermodal pricing practices

. Opportunities for backhaul into Montana

ACTION A.5. Update the State rail plan to identify  potential highway and rail
service impacts arising from structural change in t he rail industry, and define
governmental actions to address them that will supp ort economic
development.

This action recognizes that the State, through MBbas a continuing interest in rail
planning. Such planning recognizes that the naftastructure and rail services are
provided by private enterprise. In Montana andomaily, there has been a trend for
government to be less involved in rail transpootati The action recognizes that the
investment and operating decisions of the rail giduimpact the economies of Montana
communities as well as MDT’s management of the \uggh system. The action will

identify the intermodal needs arising from the adigstion of grain elevators and the
hauling of grain longer distances to these elegator
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ACTION A.6. Provide technical support to Montana ¢ ommunities and airport
operators to preserve the federal Essential Air Ser vice Program in
cooperation with the Governor’s Task Force.

This action involves MDT'’s technical support andtstlevel leadership, in cooperation
with the Governor’s Essential Air Service task fgrto advocate for the continuation of the
Essential Air Service passenger subsidies. Therdé&dovernment provides these subsidies
to Big Sky Airlines for air service to communitigseasternMontana.

POLICY GOAL B: Monitor and address capacity needs arising from
Montana’s economic growth trends.

Purpose: To respond to emerging transportation investmeadis for the coming decade.

Rationale: TranPlan 21-2002-Update analyses indicates that the greatest growth of jobs
and income is in industries that produce higheuealdded products, typically in smaller
plants, often located on the fringe or outside afi&na’s urban centers. While that trend
is starting from a relatively small core of manuéaing activity in the state, it is already
emerging as one of the most visible elements of aeanomic growth for Montana. In
addition, over the next 20 years, service employroéall types will be the fastest growing
part of the economy. This policy aims to providelaned response to these trends.

Many of these new industries have specialized ptsdand services with national (or in
some cases, international) markets. This trergkther with increasing national markets
for manufactured products, is shifting needs fergint movement.

ACTION B.1. Specify strategic economic development transportation
linkages based on emerging travel demands and findi ngs from the Highway
Reconfiguration Study.

The action is to identify the infrastructure netlwaequired to meet the emerging travel
demands on Montana’s economy. The action is natefme system-level development
objectives, such as divided highways, but perforreastandards for the productivity or
efficiency of the transportation system. MDT’s gestion management system would
provide the starting point for this analysis beeaiisdentifies those parts of the network
that have the most demand-driven capacity consstain The findings from the
Reconfiguration Study may also identify demand-eniwransportation needs to support this
analysis. MedelsThe Highway Economic Analysis Tool (HEA®BNd other analysis tools
developed for the Highway Reconfiguration Studyl aléo be used for this analysis.

This action involves MDT defining “strategic tramsgation linkages for economic
development.” The action should incorporate mmitidal corridors and facilities that
connect major locations for Montana’s core indestrand its projected growth industries.
It should be designed on the basis of performataredards for highway access (in terms of
intercity travel times, reliability, and routingrcuitry), airport access (in terms of access
roads and capabilities for handling corporate jetsd travel in nighttime, winter, and

ECONOMIC
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inclement weather), rail access (in terms of areawved and locations of intermodal
facilities), and international transportation (umding access to and capabilities of airport,
highway, and rail trans-border movements). Theigoan reliability includes the ability of
time-sensitive trucks to pass tractors, slower-mgwehicles, and traffic accidents in a
timely manner.

There are examples of such strategic economic derent transportation networks. They
include lllinois DOT’s Economic Corridors (Lifelise Program), Georgia DOT’'s and
Mississippi DOT’'s Economic Development Highways,séfinsin DOT’s Corridors 2020
and TransLinks, and Minnesota DOT’s Interregionarridlors Plan. Each of these
networks defines a priority intercity (trunk highyyanetwork, and then determines road
width needs to handle heavy trucks, serve railanatermodal transport hubs, and ensure
high reliability of vehicle flows along those inteity links. The Wisconsin system goes
further as the state airport system plan is culyemeing integrated with state highway
planning. This action would be crafted in a waplagable to Montana.Until resources
allow for specification of strategic transportatitinkages for economic development,
Montana’s designated National Highway System isctire of this program.

ACTION B.2. ldentify and address deficienciesint  he strategic transportation
network.

lecaljurisdictionsThis action encourages the continued communicaiiwh coordination
with leaders of growth industries and local goveents MDT will continue to participate
in_ and support interagency working groups simitathat with MEDA and the DOC and
use them as a continuous and cooperative foruneddy identification of transportation

system needs throughout the state

This action can be accomplished through dialoguth Wgaders of growth industries to
determine their needs and obtain input on strasemieaddress themThe action item also
includes working with local entities to identify fadgencies in the strateqgic transportation
system These efforts would be further supported througihrieal analysis to forecast
travel demand on the network he deficiencies could be addressed through cariginy
advocacy, or policy changesThe action would be coordinated with local economic
development organizations, MPOs, and local jurisolis.

ACTION B.3. Consider economic development in the e valuation for
prioritizing and scoping highway reconstruction pro jects.

The intent of this action is that MDT, when pri@iihg reconstruction projects, with “other
things being equal,” would prioritize projects béagoon their importance for economic
development. Implementation will require estabtighclear performance criteria for
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evaluating economic development impacts. To besistant with TranPlan 21-2002
Update recommendations, these criteria should focus omthen or not the project
addresses a deficiency in the strategic networkiser cost savings, or a travel time

reliability enhancement. MDT will use theedel-and-ether—analysis—tools—from-the
HighwayReconfiguration—Stuttiighway Economic Analysis Tool (HEAT)o analyze

relative economic benefits.

Currently, when reconstruction projects are deglgnimey are designated as either
“reconstruction” or “reconstruction with capacity.”This and other models will also
consider the economic efficiency of a well mainéainstrategic network Projects
designated as “reconstruction with capacity” shooddable to demonstrate either a user

cost savmqs or travel tlme rellablllty savmgm]teetsqeﬁeﬁn%ed—under—thﬁaenen—sheuid be

POLICY GOAL C: Support state and local economic development
initiatives to maximize new economic opportunities.

Purpose: To support Montana's state-level economic develmpminitiatives within
established policies and practices.

Rationale: MDT is not an economic development agency and dwmesset economic
development policy; transportation demand arisemfthe level of economic activity in
Montana.

The TranPlan 21-2002-Update analysis identified a number of industries that expected
to have high growth nationally. In Montana, thextustries are small but showing signs of
higher than average growth potential. They incltatel products, computer technologies,
web and telephone based financial service centeashinery/fabricated metal products,
electronics/instruments manufacturing, and cherplzadtic products. The web site for the
Governor's Office of Economic Opportunity also Hights many of these same industry
sectors in its promotion of “Montana Success S$otie This policy goal will be
implemented through actions that MDT takes to suppconomic development initiatives
aimed at business attraction and retention.

ACTION C.1. SContinue to s _upport business retention, recruiting, and other
related activities of the Governor's Office of Econ omic Opportunity , Montana
Economic Developers Association (MEDA), Certified R ___egional Development
corporations (CRDCs), and the Montana Department of Commerce (MDOC) .

MDT will support the actions of the Governor's @#i of Economic Opportunity to
implement its strategic plan.In_addition, MDT will also support actions of MEDA,
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CRDCS, and the DOC The action will ensure that MDT’s plans and isiveents will
support Montana’s economic development strategye Juccess of business retention and
recruiting efforts to diversify Montana’s economydaattract new growth industries will
depend on how well the state is seen as meetingébds of those industries. A major
consideration in locating businesses is how welaadidate location rates in terms of (1)
access to an appropriately skilled and stable woockf (2) reliable access to materials,
other inputs, and business partners at a reasonabigand (3) reliable access for delivery
of products and services to outside national/i@gonal customer markets in a timely
manner. Transportation access features are ti{pikaly considerations. MDT is in a
position to support and enhance business attraeifumts, though it can do so only if
transportation planning efforts (for multi-modalcass linkages and terminals/nodes) are
well coordinated with economic development efforts.

This latter issue pertains to the fact that staisirtess recruiters routinely work on a
confidential basis with businesses that are consigidocating or expanding in a state to
help them identify available buildings, sites, asanmunities. In a growing number of
states, the economic development agency idenkiégssite locations for targeted industries
and formally develops lists of places that mees¢hneeds. A problem arises because a
number of outside businesses are requesting sioeg dour-lane roads only, and the
economic developers are obliging them by only selgsuch sites. Although well meant,
this undermines MDT'’s plans for high-quality twaxaroads with shoulders, and it can
reinforce regional economic disparities associatéth the locations of two-lane versus
four-lane roads. Only a coordinated dialogue aasuee that both economic development
efforts and transportation investment decisionsw@ade in a mutually reinforcing manner.

ACTION C.2. Elnvestigate e stablish ing an economic opportunities program
to help fund roadway projects that support business attraction and retention
efforts.

This actionwould investigate the feasibility of usiagesa portion of MDT’s state highway
funds to finance projects that support job creatiod/or retention. The action would use
state funds to support business retention andcatiraefforts. If found feasible and
funding permits, ¥he funds would be available to assist state ana@l leconomic
development officials attract and retain busineBlse funds would be used flexibly to meet
emerging needs. For example, the constructionngiroved highway access into an
industrial site may be a deal-maker for businesaa@ion and the program would provide
funds to do this. The funding program will establistandards to evaluate projects based
upon employment created, income generated, antbvieeage of private and other public
investment by MDT dollars.

Due to restrictions in state law, only highway paig will be eligible for funding through

the program. These projects would not be resttitiehe state system. All projects would
require financial participation by the facility oemor operator. This will help ensure a
strong local commitment to the project. The progrshould be administered with the
understanding that funds will be expended only wh@ojects meet the specified criteria.
Even if there are not enough projects, the critesaald not be relaxed. The program will

ECONOMIC
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fund projects of negligible or marginal economicéit simply because funding has not
been requested. Implementation of this prograrhneid to address legislative constraints.
In Montana, programs that use state special reveoeoeunt funds for non-highway

projects require legislation to address the nomudional clause requirements of the
Montana constitution.

Similar programs exist in other statesThese programs typically require guarantees
regarding job creation, duration at a location, asgurances that businesses do not simply
re-locate from other areas within the stat@hese include Oregon DOT’s Immediate
Opportunity Fund, Florida DOT’s Transportation (@atth Program, New York State
DOT’s Industrial Access Program, lowa DOT’s Raibidaconomic Development Program
and “RISE Program” (for roads), Wisconsin DOT’s fAsportation Assistance Program,
Maine DOT’s Industrial Rail Access Program, IllieoDOT’s Economic Development
Transportation Program, Mississippi DOT’s EconorBievelopment Highway Program,
and Michigan DOT'’s Freight Economic Developmentdpam.

ACTION C.3. Continue to _c_oordinate with and provide support to local

economic development initiatives.

MDT will work to develop a “toolkit” of MDT requirments for new development to local
governments The toolkit will include information on access mgeeent, sight distance,
and congestion requirements and analysis toolgrédfic studies In conjunction, MDT
will continue to provide transportation planningpextise and support in local economic
development initiatives Upon request, MDT will also work with local goverents to
provide workshops or training sessions on availédalesportation tools.
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ACTION C.4. Identify airport improvements and stat ewide aviation strategies
that will support economic development as part of M ontana’s continuous
statewide aviation planning process.

This action would conduct an aviation-related ecoiwodevelopment assessment as part of
MDT’s statewide aviation planning. Traditionalsuych efforts have included an economic
impact analysis. This action should not do th@he intent is to identify strategic issues
that can be addressed by MDT and Montana airpoerabprs to support economic
development. It should also identify specific ampimprovements necessary to support
economic development. The analysis should addpassenger, freight, and business-
related general aviation. Strategic issues of m@moe include the growth in package
delivery and the changing nature of intermodal afiens. For example, Federal Express
has located its regional distribution center at abrd-alls International Airport.
Implementation of the action will be dependent twve tFederal Aviation Authority’s
agreement to fund the analysis as an element witleiisystem plan.

Action C.5. Provide state -level leadership to evaluate whether there are
T R .
reliability for-out-of state-air-travek——Consider _the findings in the  Montana Air

Service Opportunities and Challenges in addressing the cost, frequency, and
reliability for out-of-state air travel.

Fhis-action-rvelvedMDT provided ing state-level leadership to condube Montana Air
Service  Opportunities and Challengesa study with airport operators, industry
representatives, and other stakeholders to assegstiy trends and market opportunities.
Recognizing that air transportation services aoviged by private industry in response to
traveler demand, the stueyeuld:

. Compare Montana'’s air service to service from other registates.

. Examine opportunities for enhancing service to and fromnk&na by concentrating
long-distance service and non-stop service at guieed airport to achieve higher
volumes of flights to and from the state.

e  Studesy options for establishing a “hub and spoke” systefontana, where in-state
flights feed into a core airport.

The outcome of thestudy, completed in February 2007, and future wgslahould be
considered aralysis—will-be—strategies—for—ensuririg_ensure Montana has the air

transportation services required for economic difeation.

ACTION C.6. Participate in multi-state and regiona | initiatives that facilitate
international trade by identifying and addressing b ottlenecks.

This action involves the continued participation BADT in multistate trade corridor

initiatives. TheTranPlan 21 2002-Update-analysis findings indicate that Montana is not
experiencing a large growth in international tradeen though it has no corridor-level
capacity constraints to impact international trade. addition, the principal bottlenecks
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Montana industry faces are in other states. Theninof this action is to focus on
addressing bottlenecks that impact travel time #agel reliability. MDT will not
emphasize one corridor over another in implemerttigyaction because there are multiple
official and unofficial trade corridors in Montana.

POLICY GOAL D: Support the tourism industry through promoting
access to recreational, historical, cultural, and scenic
destinations.

Purpose: To factor the important role that the highway sysfdays in Montana’s visitor
industry into MDT’s planning, investments, and @giems.

Rationale: The visitor industry is a large and growing compunef the Montana
economy. The visitor industry through businessnipliag has identified a number of
opportunities for MDT to enhance the visitor expade and partner to support the
development of the tourist industry. The objeciwéo increase the length of out-of-state
visits by increasing the number of destination®ffer.

ACTION D.1. Promote tourism through improved rest areas and co-location
of travel information centers.

This action should be implemented in coordinatiothvother actions that address rest
areas. The action recognizes that 90 to 95 peofemit of state visitors to Montana arrive
by car and most other visitors arrive by air anehthent a car. Rest areas are a part of the
visitor experience. Further, the Montana tourisduistry considers rest areas as prime
locations for providing travel information. Thisrt motivate tourists to stay longer and
visit other attractions. As part of action implertation, tourist considerations should be
addressed in establishing an overall rest ared tdveervice policy. Rest area design and
maintenance should consider access for busessirankl recreational vehicles.

ACTION D.2. Support state and local agencies to ma  rket tourist travel and
tourist routes.

Tourism is one area where Montana’s natural adgastare clear. Most visitors drive into
the state or fly in and then rent a car to drivéhimi the state. Montana’s highway system is
a key element for tourism and is effectively a sqaortation service. Driving on Montana’s
scenic routes is a large element of many visitsDTMshould continue to partner with
agencies such as Travel Montana, the Montana Touaisd Recreational Initiative, and
other state and federal agencies, to enhance tikalaility of visitor support information
and services. Elements may include efforts to eodand/or initiate:

MDT participating on the Travel Montana Tourism Agtwy Council.

* Addressing tourism-related needs at visitor regtasrand participating in travel
information centers.
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*  Addressing tourist needs on the state’s multi-me@asportation maps.
*  Providing special signage to promote local busieessid attraction.

. Providing Web-based visitor travel information arks to other Montana tourism-
related sites.

* Assisting groups organizing special events with teowplanning and traffic
management.

ACTION D.3. Coordinate with federal agencies, trib al governments,
neighboring states, and Canadian Provinces.

This_action involves coordination with the apprapei federal, state, tribal, and other
agencies that develop and manage resources in Noonfdne activities of these agencies
can affect travel throughout Montana and sometigeggerate special transportation needs
Coordinated actions include efforts to promote igarwith the National Park Service,
Montana Historic Preservation Office, and Montanzori®mic Developers Association
through activities such as expanded Transit 51%icser historic roadway and bridges
signage, and rest area improvemenBontinuation and expansion of coordinated efforts,
resources permitting, will allow MDT to coordindts planning and investment decisions
with such activities.

POLICY GOAL E: Develop MDT’s organizational capacity to support
economic development.

Purpose: To effectively accomplish MDT’s economic developrhgoals and implement
the associated actions.

Rationale: For Montana to be successful, MDT must communicaesistently how
transportation can and cannot support economiclogwveent. Further, MDT needs the
organizational capacity to ensure that its stasbueces and transportation improvements
most effectively address economic development ongso

ACTION E.1. Strengthen MDT’s capability to support  economic development.

This action elevates the importance of economiceldgment in MDT and strengthens
MDT’s ability to act upon the economic developméntings in TranPlan 21. It would
also support the ongoing economic development coewms of the statewide planning
process. This would provide a resource to helprsamcate MDT's role in economic
development and coordinate and participate in stag local economic development
initiatives as appropriate.
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ACTION E.2. Communicate MDT's role in economic dev elopment,
opportunities for Montana firms to do business with MDT, economic

development performance objectives, and associated accomplishments

This action involves MDT establishing and commutiiga a clear, consistent message
regarding its role in economic development andrél&tionship between transportation and
economic development. This will include detailingd communicating the role of the
freight mobility in economic development. MDT witlentify and use the most effective
channels for communicating with Montana businesisesopportunities for doing business
with MDT. The action involves providing accountilgito Montanans by reporting on
accomplishments in meeting these goals. Thesebwilnost effective if related back to
MDT’s economic development performance objectives.

ACTION E.3. Monitor and evaluate economic developm ent-driven travel
demands and assess the investments required to addr ess them as part of the
on-going planning process

This action involves MDT maintaining a technicaldenstanding of the travel demands
generated by the state’s economic trends. TiamPlan 21 update identified changes
occurring in Montana’s economy that will affectdte transportation needs. These include
changes in:

The composition of the state’s business activity.

*  The location of economic growth.

*  Transportation technology and mode requirements.
. National and international cargo markets.

The action involves periodic assessment and mangasf these changesTranPlan 21
update analysis identified the following emergingl aontinuing economic changes that
are shaping Montana’s future transportation needs:

»  Time-sensitive shipments

The greatest percentage growth of freight is wiaaad truck, particularly the increase
in next-day delivery of higher value and time-s@mei manufactured parts and
documents to and from other states. This is fgefjrowth of overnight courier and
parcel delivery activities.

*  Growth and location of freight movements by truck

This is increasing needs for reliable and accessilnlal-to-city highway routes. It is
also increasing needs for efficient trucking andelkausing centers.

. Importance of airports and air transportation services

The growth of services and advanced manufactunmdustries in Montana will
increase corporate jet and charter jet activitgreasing needs for investment in
runway improvements at smaller airports aroundsthee.
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. Intermodal freight

Nearly all air freight involves intermodal air-toitk transfers, so the growth of
freight movements by air to outside markets is aisoeasing needs for reliable inter-
city highway routes as well as freight facilitidsa@&rports.

ACTION E.4. Conduct outreach to representatives of  mining industries.

The technical analysis indicates an increase inenmroduction within Montana. The
purpose of the action is to:

*  Become familiar with plans and projections from itheustries.

 Determine if existing transportation infrastructuséll support anticipated mining
activity.

 Develop and implement plans, if warranted, to uggranfrastructure required for
mining needs.

ACTION E.5. Provide technical support and informat ion so that economic
development needs are considered in MPO planning, M DT corridor planning,
and project development.

This action ensures that economic development tbgsc and economic development-
related travel demands are understood and addrassesk Montana’s business areas. This
includes MPO planning, corridor planning and stadj@oject design, and the operation of
the transportation system.

ACTION E.6. Examine route signing and designation statewide to identify
methods to support trade and economic development e fforts.

This action would investigate corridors throughdbé state examining current route
designations and signing to identify methods thay support improvement to Montana’s
economy. It would look at improvements in bothtaesvide and regional transportation
perspective.

ACTION E.7. Designate an MDT point of contact for the Economic
Development Community that will receive information from and disseminate
information to other agencies.

This action would designate a position or point@ftact within MDT to receive
information from and disseminate information toathgencies involved with economic
development initiativesThe point of contact would ensure that interageespurces
reach the appropriate divisions within MDT.
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Attachment A: Methods Used to Estimate
Future
Output of Commodity Industries

For goods producing industries, we use the follgwdata:
*  Output by value and income per industry in 1990 29@B.
. NPA income projections to 2025 for farming, miniagd manufacturing.

A. Farming

“Farming” as a single sector (not including forpetducts) is reported by NPA projections
and by the Bureau of Economic AnalysiSherefore, we base our output projection on
NPA forecast of income growth.

Between 1990 and 1998, Montana’s farm income dedliny 57 percent and its output
declined by 46 percent. NPA, however, predict® @&rcent rise in farm earnings between
2000 and 2025 (32 percent from 1998), despite @ekBent loss of employment in this
sector.

The Farming sector contains multiple industriesnscof which may be susceptible to
increased automation. To estimate future outpatnfrMontana’s farms, we did the
following:

»  Calculated a ratio of output to income for 1990.4880f output per dollar of income)
and 1998 ($10.51 to $1).

*  Assumed that this trend toward automation increased straight line to 2025 (which
would result in a ratio of $14.69 to $1 of income2D25).

* Applied these ratios to the income totals for fargniprojected by NPA. These
calculations come to $4.4 billion of output in 20@&ased on constant 1996 $s used by
NPA). This projection is about 79 percent gredbtan output reported for 1998, but
just about two-and-one-half percent above the 188 (underscoring the volatility
of a natural resource-based economy) increases4opdicent and 119 percent,
respectively, for these two benchmark years.
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B. Other Goods-Producing Sectors

Unfortunately, NPA does not breakdown these sectdigerefore, we can not differentiate
between coal mining, metal mining, and oil extmcti or among large and small
manufacturing industries.

We first summed the 1990 and 1998 income data fomign and manufacturing sectors at
the industry level, using 1996 dollar values tacbasistent with NPA, and projected the net
difference to 2025 on a straight line. Second,campared the total income with NPA
income projections:

«  Summing of manufacturing industries in 1998 and difeerence, 1990 and 1998,
straight-lined to 2025 — results in a 2025 incomagqetion of $1.1 billion, which is
roughly 34 percent less than the NPA income primjeadf $1.47 billion. As a result,
the lower bound of our output projections basedstright-lining the BEA 1998
industry data can viewed as “conservative” estisée planning purposes.

* To establish consistency with NPA data, we incrdatfee straight-output by
approximately 34 percent. We use these numberthesipper-bounds of the
ranges.

It is evident that the 1990s were volatile in natuesource economies (with the exception
of coal). Aggregate mining data from 1998 is tigtahreliable for projections due to mine
closings by the metal mining and non-metal minirgcters, both having incurred
significant losses when compared to 1990 levelsetaMmining, for example, recorded
losses in output (-41 percent) and income (-29g#jovhen measuring just the two years
of 1990 and 1998. Today, metal mining, benefifiogn a strong demand for platinum, is a
strong industry in Montana. An economist of thetess Department of Commerce expects
the industry to continue its growth. Several nogtath (and non-energy) mines closed
during the mid-1990s, including a phosphorate negke and a talc mine. Moreover, as
mentioned earlier, Montana Department of Commef@eias believe that NPA may be
undercounting employment in the mining sector, Whigight significantly affect income
projections (and therefore output projections)this sector.



